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European Market for Dollar Deposits 


There has emerged in Europe in recent years a broad 
and active market for dollar deposits, in which European 
and other foreign banks place and accept for varying 
time periods deposits held at banks in the United States. 
The attractiveness of this market derives from the higher 
interest rates paid on time deposits by foreign banks, 
compared with those paid by U.S. banks, from the 
higher rates obtainable on European money market 
instruments, compared with rates on similar instruments 
in New York, and from the European practice of paying 
interest on call and very short-dated deposits, a practice 
forbidden by law in the United States. An estimate, 
admittedly tenuous, of the volume of these dollar 
deposits puts them at over $1 billion, but they may 
well be a multiple of this amount owing to redepositing 
with other banks. 


The original impetus for the postwar development 
of this continental, or “Euro-dollar,” market is believed 
to have been the desire of Eastern European banks to 
leave their dollar balances with their correspondents 


Withdrawal of Cuba from IBRD and IFC 


The Government of Cuba has withdrawn from mem- 
bership in the World Bank. The withdrawal took effect 
on November 14, 1960, when the Bank received written 
notification of the Government’s decision to withdraw. 
At the same time, Cuba automatically ceased to be a 
member of the International Finance Corporation, an 
affiliate of the Bank. 


Neither the Bank nor the Corporation has made any 
investments in Cuba. In accordance with the Articles of 
Agreement of the Bank and of the Corporation, arrange- 
ments will be made for the repurchase of Cuba’s shares 
of capital stock in both institutions. 

Source: International Bank for Reconstruction and De- 
velopment and International Finance Corpora- 
tion, Joint Press Release, Washington, D.C., 
November 15, 1960. 


International Developmeni Association 


The International Development Association (IDA), 
an affiliate of the World Bank for financing economic 
growth in the less developed countries (see this News 
Survey, Vol. XII, pp. 245-46), began operations on 
November 8, when the inaugural meeting of its Execu- 
tive Directors was held. Membership in IDA is open 


in France and England rather than carry them in their 
own name in the United States. The correspondent 
banks re-lent these funds at rates somewhat lower than 
would have had to be paid for credits from U.S. banks, 
and an active market developed in Paris and London. 
The market grew steadily, until at the end of 1958 it 
reached impressive proportions as a result of the intro- 
duction of nonresident convertibility throughout West- 
ern Europe. 

While the development of the continental dollar mar- 
ket has resulted in some relative decline in the position 
of New York as an international lending center, it has 
added to the importance of the dollar as an international 
currency. It has, however, sharply increased the vola- 
tility of some foreign dollar balances. On a broader 
plane, the easy access of banks to deposit balances 
abroad has given an additional spur to the intermeshing 
of money markets throughout Europe. 

Source: Federal Reserve Bank of New York, Monthly 
Review, New York, N.Y., November 1960. 


to any member of the World Bank. Thus far, 22 coun- 
tries have accepted membership. These countries are 
Australia, Canada, China, Germany, India, Iran, Italy, 
Jordan, Malaya, Norway, Pakistan, Philippines, Spain, 
Sudan, Sweden, Thailand, Union of South Africa, 
United Arab Republic, United Kingdom, United States, 
Viet-Nam, and Yugoslavia. Other countries of Africa, 
Asia, Europe, and Latin America have completed vari- 
ous stages of the membership procedure. 
Source: International Development Association, Press 
Release, Washington, D.C., November 9, 1960. 


Europe 
U.K. Public Investment 


A White Paper, Public Investment in Great Britain 
(Cmnd. 1203), estimates that public investment in the 
United Kingdom in the fiscal year 1961-62 will be 
£1,730 million. This estimate is the same as the 1960-61 
estimate given in June, when the Chancellor of the 
Exchequer announced that the approved level of public 
investment in 1961-62 would be held to the level of 
1960-61 (see this News Survey, Vol. XII, p. 405). 
It now appears, however, that expenditure in 1960-61 
may be close to £1,670 million. 





570 


Among the major changes in estimated expenditure 
in 1961-62 is a cut of £35 million for railways, an 
increase of £11 million on roads, an increase of £21 mil- 
lion on electricity, and practically a halving, to £33 mil- 
lion, in expenditure by the air corporations. The White 
Paper points out that it is still too early to estimate 
with any certainty which of the programs as a whole 
will be fulfilled, since much depends on the pressure of 
demand in the investment industries in the next six 
months. 


The White Paper contends that the role of public 
investment in preserving the balance of the economy 
has changed from the role envisaged in the 1944 White 
Paper on Employment Policy (Cmd. 6572). That pub- 
lication foresaw the use of public investment as an 
mstrument of employment policy and stated that “for 
the purpose of maintaining general employment it is 
desirable that public investment should actually expand 
when private investment is declining and should contract 
in periods of boom.” But according to the new White 
Paper, “the improved knowledge of the economic situ- 
ation derived from the better statistics now available 
has been utilized in the development of countercyclical 
policies; and monetary and fiscal measures, comple- 
mented by marginal adjustments of public investment, 
have proved sufficient to prevent variations in economic 
policy from getting out of hand.” 


The White Paper adds that world economic fluctu- 
ations are shorter and less violent than they were before 
the war and the problem of mass unemployment has 
been succeeded by problems of expansion and price 
stability. Apart from the difficulty of postponing pro- 
grams based on social needs, it is, the White Paper 
says, usually uneconomic to accelerate or retard them 
at short notice, although there are occasions when they 
can be marginally accelerated or retarded as the general 
level of demand rises. It speaks of “a large proportion of 
public investment where it would not be sensible to try 
to engineer short-term variations in momentum to 
match changes in economic circumstances as rapid or 
as relatively mild as those experienced in recent years.” 
The Government has tried, the White Paper states, so 
far as is possible, not to interfere with investment plans 
that have been approved. Marginal adjustments are 
possible, especially by concentrating on projects that 
can be started or finished relatively quickly, but a deci- 
sion must be made in good time if it is to have a counter- 
cyclical effect. “It may be six months until significant 
results begin to become apparent and the full effect may 
not make its impact until a year afterward.” 

The White Paper points out that in the last five years 
about 74 per cent of the gross national product in the 
United Kingdom has been taken by public investment, 
and observes that long-term economic aims could be 
jeopardized in periods of high demand if public invest- 


INTERNATIONAL FINANCIAL News SuRVEY, November 18, 1960 


ment were allowed to place too much strain on resources. 

The Government’s policy on public investment must 

therefore “take into account both the aim of expansion 

and the balance between demand and resources.” 

Source: The Financial Times, London, England, No- 
vember 2, 1960 


U.K. Industrial Production 


The average for the U.K. Treasury’s index of 
industrial output in the third quarter is estimated at 
120-121 (1954 = 100), the same as the average for 
the second quarter; the second quarter average showed 
an increase of only | per cent over the first. The Treas- 
ury has suggested that “production as a whole has now 
stopped rising.” The Times, however, comments that 
this stability hides widely different experiences in the 
consumer goods and the capital goods industries. 
Throughout 1959 the consumer trades were expanding 
rapidly, but it was not until late in the year that the 
growing optimism in industry was translated into plans 
for significant increases in capital expenditure. The 
further translation of these plans into actual orders and 
then into greater activity throughout the capital goods 
trades took time, but the engineering and machine tool 
industries have recently provided evidence of improve- 
ment; moreover, the latest figures for these industries 
indicate that expansion has continued despite sharp 
declines since early summer in many consumer goods 
industries. The Times suggests that this contrast looms 
large in any decision to relax the current credit squeeze. 
Although economic activity in general continues high, 
the long-term need is for further expansion; the short- 
term need, however, is to safeguard the balance of pay- 
ments. The Times adds that the risk in delaying a relax- 
ation of credit is that industry’s plans to increase capital 
expenditure may be reduced by a loss of confidence in 
future growth; however, for the moment, as the Gover- 
nor of the Bank of England stated recently, the domestic 
situation still does not justify any change in the lines of 
credit policy (see this News Survey, Vol. XII, p. 554). 
Source: The Times, London, England, November 1, 

1960. 


U.K.-Rumanian Trade and Payments Agreements 


A three-year trade agreement negotiated between the 
United Kingdom and Rumania provides for Rumanian 
purchases in the period ending September 30, 1961 of 
some £4.25 million worth of U.K. goods, including fac- 
tories, plant, machinery, chemicals, textiles, and motor- 
cars. The United Kingdom will issue licenses for imports 
from Rumania up to a value of £3.75 million; these 
imports will be in addition to those goods which may 
be imported without specific import licenses. 

Under a separate financial agreement, Rumania is to 
make a payment of £1.25 million to the United Kingdom 
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in respect of British property affected by Rumanian 
nationalization or expropriation, Payments will be made 
by annual installments related to the level of imports of 
certain Rumanian goods and are due to be concluded by 
January 31, 1967, The two Governments are to begin 
negotiations in 1966 for the settlement of claims not 
covered by the present agreement. 

Source: The Financial Times, London, England, No- 

vember 11, 1960. 


Irish Interest Rate Structure and Policy 


The Central Bank of Ireland announced on Novem- 
ber 2 a reduction of %, per cent in its rediscount rate, 
to 5%, per cent. On the same day, the commercial 
banks in Ireland reduced their interest rates by % per 
cent. The new rates on deposits are now 3 per cent on 
amounts in excess of £25,000 and 1% per cent on 
amounts under £25,000; and the ordinary lending rate 
for advances is 6% per cent. 

On the subject of interest rates in general, the Sep- 
tember issue of the Quarterly Statistical Bulletin of 
the Central Bank of Ireland stated that the use of the 
rediscount rate as an indication or an instrument of 
economic policy was not always feasible. Because of the 
free movement of funds between Ireland and the United 
Kingdom, as' well as other factors, it was necessary for 
the Lrish commercial banks to have particular regard to 
the comparative level of deposit rates in the two areas. 
The payment of significantly lower interest rates on 
deposits by the Irish banks might involve loss of 
resources and curtailment of their capacity to finance 
production and trade. For this reason Lrish bank deposit 
rates, and consequently lending rates, tended to move 
up and down in line with corresponding U.K. rates, 
although there might be some discrepancy. The same 
applied to the cost of medium-term and long-term 
borrowing of capital by means of public issues. The 
rediscount rate of the Central Bank of Ireland, if it 
were to express the cost of lending of last resort, had 
to be related to the domestic interest rate structure, 
which itself was established by the rates applied by 
overseas commercial banks and by conditions in the 
principal capital markets of the world, especially in the 
United Kingdom. It was obvious that in such conditions 
movements in interest rates in Ireland might not be a 
good indication of domestic economic conditions and 
might not point to the need for a change in domestic 
credit or economic policies. 

On the other hand, the practical significance of the 
Central Bank’s ability and willingness to rediscount 
exchequer bills had been growing steadily. In the early 
postwar years, the commercial banks held ample reserves 
of external assets and the need for rediscounting with 
the Central Bank had not arisen. While the commercial 
banks’ liquidity position had in general remained satis- 
factory, in recent years their external holdings had been 


reduced and rediscounting transactions had taken place 
from time to time. Moreover, developments in the issue 
of exchequer bills had increased substantially the amount 
of domestic paper eligible for rediscounting with the 
Central Bank. Arrangements had first been made to 
invite public tenders for exchequer bills in mid-1957. 
Tenders at the outset were called for only quarterly, but 
in mid-1959 monthly tenders were introduced. The 
amount outstanding with the public had risen from 
£2 million in 1957 to £12 million at present. Exchequer 
bills held by the public were rediscountable with the 
commercial banks “at current market rates which will 
not exceed the rediscount rate fixed from time to time 
by the Central Bank for transactions of this kind.” 

The Central Bank, having reviewed the position gen- 
erally, considered it appropriate. that, its rediscount rate 
should henceforth be fixed and published monthly. The 
rediscount rate would thus reflect more clearly than 
before the actual short-term credit conditions in Ireland, 
although periodic changes. in it would not necessarily 
have any implication in relation to monetary or eco- 
nomic policy. Any views that the Central Bank might 
have to offer on economic conditions would be expressed 
in other ways. 


Sources: Central Bank of Ireland, Quarterly Statistical 
Bulletin, Dublin, Ireland, September 1960; 


The Financial Times, London, England, No- 
vember 3, 1960. 


Interest Rates in Belgium 
Effective November 10, the Belgian National Bank 
lowered from 5 per cent to 4 per cent its discount rate 
for bank acceptances representing exports. The Bank’s 
basic discount rate—which on August 4, 1960 was 
raised from 4 per cent to 5 per cent—and all other 
interest rates remain unchanged (see this News Survey, 
Vol. XII, p. 455). 
Source: La Libre Belgique, Brussels, Belgium, Novem- 
ber 10, 1960. 


Lowering of German Discount Rate 

On November 10, the Central Bank Council of the 
Deutsche Bundesbank lowered the discount rate from 
5 per cent, the rate established on June 2, 1960 (see 
this News Survey, Vol. XIl, p. 382), to 4 per cent. 
At the same time, the rate for advances on securities 
was reduced from 6 per cent to 5 per cent. 


In a press communiqué, the Bundesbank stated that 
the Central Bank Council believed that the domestic 
economic position was still considerably strained. The 
lowering of the discount rate was thus entirely motivated 
by external considerations; the recent lowering of dis- 
count rates in various foreign countries had made it 
unavoidable. Insofar as the strong inflows of foreign 
exchange in recent months, which were far above the 
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genuine current account surpluses, are reduced by the 
lowering of the discount rate, this step will support the 
Bundesbank’s deliberate policy of restraining excess 
demand. The minimum reserve requirements remain 
unchanged, and the measures taken in recent months to 
restrict liquidity continue in effect. 

The decision of the Federal Government to raise 
several billion deutsche mark to aid less developed 
countries is welcomed by the Central Bank Council, 
since this is likely to decrease money in circulation in 
Germany and to reduce the balance of payments 
surpluses. 

Effective November 11, the Bundesbank’s selling 
rates for short-term paper were again lowered, to a 
range of 3% per cent to 45% per cent; in anticipation 
of the decrease in the discount rate, these rates had been 
lowered twice after November 1, when they ranged 
from 4% per cent to 54% per cent. 

Sources: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, Novem- 
ber 7 and 11, 1960. 


Greek Merchant Fleet 


There has been a sharp increase in the past two years 
in the rate at which vessels owned or controlled by 
Greek nationals, and previously sailing under so-called 
flags of convenience, have returned to Greek registry. 


This development is attributed to several factors, includ- 
ing the Government's policies to foster national shipping 
through tax relief measures, liberal labor regulations, 
and liberalization of controls on foreign exchange in con- 
nection with shipping. By the end of September 1960, 
the gross tonnage of the Greek merchant fleet had risen 
to about 5,500,000 tons (some 70 per cent of which 
represents cargo ships and about 26 per cent tankers), 
making it fifth in importance among the maritime 
nations of the world; the four larger fleets were those 
of the United States, the United Kingdom, Norway, 
and Japan. Further tonnage gains may be expected, as 
the Greek owned or controlled fleet, sailing under Greek 
or other flags, is estimated at about 12,500,000 gross 
tons, exceeded by only the U.S. and U.K. fleets. In 
October 1960, registration applications to authorities 
still pending were reported at 800,000 tons. 

The merchant fleet is important for the Greek econ- 
omy mainly as a source of employment and of foreign 
exchange. The number of Greek nationals employed 
aboard merchant ships was 15,000 before World War II, 
but it is reported to have increased recently to more 
than 70,000. Net exchange receipts from shipping 
accruing to the economy are, however, less than the 
international importance of the Greek merchant fleet 
would suggest. In the first place, since the fleet operates 
mainly overseas and fuel is not produced domestically, 
a great part of the expenditure associated with the 


operation of the fleet is incurred outside Greece in 
foreign currencies, and a large part (perhaps half) of 
seamen’s salaries is spent outside the country. In addi- 
tion, a considerable part of shipowners’ profits earned 
abroad continues to be retained abroad. As a result, the 
Greek payments position on shipping account (including 
freight on exports and imports as well as sea transpor- 
tation expenses for Greek nationals traveling abroad) 
has shown a net deficit during the larger part of the 
postwar period; in 1956, exchange payments on ship- 
ping account exceeded receipts by some $17 million. 
Since then, however, the position has been reversed. 
Net surpluses on shipping account are estimated at 
about $17 million in 1957, $11 million in 1958, and 
$17 million in 1959. For 1960 a surplus of some 
$24 million is likely. However, these surpluses are 
still small compared with the deficits incurred by 
Greece on merchandise account—$249 million in 1957, 
$239 million in 1958, and $209 million in 1959 (both 
exports and imports on an f.o.b. basis). 

A further increase in exchange receipts from shipping 
appears to depend primarily on whether shipowners will 
cease to retain to a large extent their profits abroad and 
on further transfers to Greek registry of Greek-controlled 
vessels. This is likely to increase employment of Greek 
nationals aboard the transferred ships, as well as the 
amount of exchange that seamen remit to their families 
at home, which until now has represented approximately 
half of the economy’s over-all exchange receipts from 
shipping. Facilities for ship repair and maintenance 
constructed in Greece in recent years may also be 
expected, increasingly and in many ways, to affect bene- 
ficially the payments position. The view is expressed 
that, with understanding and cooperation by all con- 
cerned, net exchange receipts from shipping may reach 
approximately $100 million a year. 

To Vima, October 16, 1960, and Economikos 
October 20, 1960, Athens, 


Soui ces 
Tahydromos, 
Greece. 


The New Ruble 


The Council of Ministers of the U.S.S.R. has 
announced that from January 1, 1961 the present ruble 
will be replaced by a new one at the ratio of one new 
ruble for ten present ones. All prices, wages, and debts 
will change accordingly. This operation does not affect 
the purchasing power of wages or monetary claims. 
Present ruble banknotes and coins may circulate for 
some time after the beginning of 1961, parallel with 
the new currency but at the purchasing power rate of 
one to ten. However, unless the Soviet Union intends to 
return to the pre-1914 tradition of half-kopeck and 
quarter-kopeck coins, the new minimum currency units 
may be rather large for a country with relatively low 
personal incomes. 
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The theoretical pure gold content of the present ruble 
is 0.222168 gram. The content of the new ruble has 
been set at 0.987412 gram, about 4.44 times that of the 
present ruble. This in fact represents a devaluation, 
since the new ruble is worth ten present rubles. Apart 
from this devaluation, the gold content of the new ruble 
would have been ten times the content of the present 
one, i.¢., 2.22168 grams instead of 0.987412 grams. 

There are now two exchange rates for the ruble: the 
official rate (4 rubles = $1) and the tourist rate, also 
officially set (10 rubles = $1). The former rate fre- 
quently appears in Soviet foreign trade agreements, but 
in trade with most Western countries the U.S.S.R. uses 
prices expressed in sterling or U.S. dollars as quoted 
on foreign markets, translated, for statistical purposes, 
into rubles at the rate of four rubles to the U.S. dollar 
or at an appropriate cross rate. The Soviet foreign trade 
monopoly buys in the domestic market goods destined 
(by administrative decisions) for export, and sells im- 
ported commodities to Soviet enterprises and the public 
at domestically established prices which do not neces- 
sarily represent foreign prices at that rate. The change 
in this rate from 1 ruble equals $0.25 to 1 ruble equals 
$1.11 need not, therefore, have any economic impact 
on foreign trade merchandise transactions. Only the 
tourist rate has direct economic significance. 

It is not known whether the latter rate will remain at 
ten present rubles or one new ruble to the U.S. dollar, 
or whether it will become identical with the new official 
rate of 0.90 ruble to the dollar. The choice of the second 
alternative would unify the exchange structure of the 
ruble but would involve an appreciation of the present 
tourist rate. 


Middle East 
Israel's Diamond Industry 


The cutting and polishing of diamonds has become 
one of Israel’s most important industries; its output of 
polished diamonds currently is about one third of that 
of Belgium, which is the world’s largest producer of 
polished diamonds. The industry in Israel now employs 
about 5,200 workers. 

The value of Israel’s exports of polished diamonds 
rose from $22 million in the first half of 1959 to $29 
million in the first half of 1960. The United States was 
the principal customer, but Belgium, Switzerland, and 
the United Kingdom were also important. However, 
exports to countries other than those four, which 
amounted to $5.9 million in the first half of 1959, rose 
to $11.7 million in the first half of the current year. 

Several factors have been of importance in the devel- 
opment of Israel’s diamond industry. First, the Govern- 
ment has deliberately encouraged the industry in order 
to provide employment, especially for new immigrants 


in development areas. The industry does not require 
heavy fixed investment and is relatively independent 
of special location requirements; therefore, new dia- 
mond centers could be established throughout the coun- 
try. 

A second factor has been the branching out of the 
industry into a wider range of products. Formerly, it 
concentrated on the more expensive types of gem stones, 
but it is now beginning to work on the smaller, cheaper 
stones, which constitute a much bigger part of the 
market. 

A third factor is that the diamond polishing industry 
all over the world is no longer entirely dependent on the 
supply of raw stones allocated by the International Dia- 
mond Syndicate (Diamond Trading Company) in 
London. According to some estimates, 30 per cent of 
the total supply is now traded outside the Syndicate. 
It is reported that the greater part of Israel’s imports 
of raw diamonds is currently obtained from Antwerp 
and from West African countries; in the first half of 
1960, the share of the Syndicate in Israel’s imports 
of raw diamonds amounted to only 18.5 per cent, com- 
pared with 80.3 per cent in 1951. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, October 10, 1960; The Israel 
Digest, Jerusalem, Israel, October 14, 1960. 


Iraq's Income from Oil 

Iraq’s income from oil in the first nine months of 
1960 amounted to slightly more than ID 73 million 
(US$204 million), compared with ID 63.7 million in 
the same period of 1959. The amount actually re- 
ceived from the oil companies during the first nine 
months of this year was ID 70 million. The difference 
represents three quarterly installments in repayment of 
Iraq’s debt to the companies. This debt was con- 
tracted in late 1956 and reached a peak of ID 11 mil- 
lion in 1958; ID 6.5 million of this amount has been 
repaid so far. 
Source: Middle East Economic Digest, London, Eng- 

land, October 28, 1960. 


Agreement Between Iran and Japan 

A trade and payments agreement signed on October 1 | 
by representatives of the Governments of Iran and 
Japan provides for the expansion of trade between the 
two countries. The value of Iranian exports to Japan in 
the coming year is expected to be $12 million, which is 
four times the value of such exports last year. In return, 
the Iranian authorities have agreed to terminate the spe- 
cial procedures applicable to Japanese imports and to 
treat such imports on the same basis as imports from 
other countries. The agreement provides for a credit 
of $30 million to Iran, repayable in eight to ten 
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years and carrying a rate of interest comparable to 
rates applicable to credits obtained by Iran from the 
International Bank for Reconstruction and Develop- 
ment. 


Source: Keyhan, Tehran, lran, October 11, 1960. 


Far East 


Bank of China 


The Bank of China in Taipei resumed on October 24 
its foreign exchange banking services, and it was im- 
mediately offered a credit of US$1 million by the First 
National City Bank of New York. Liberal credit facili- 
ties were also extended to the Bank by the Irving Trust 
Company of New York, which has had relations with 
the Bank since 1910 and which is its principal deposi- 
tory in New York. 

Since the Bank of China moved from the mainland to 
Taiwan in 1949, its functions have been limited to 
supervising the business of its overseas branches in 
New York, Tokyo, Osaka, Saigon, Bangkok, and 
Sydney. The foreign exchange banking services now 
resumed include negotiation of documentary bills under 
export letters of credit; issuance of import letters of 
credit and handling of inward documentary bills and of 
inward collections; inward and outward remittances; 
special business assignments by the Government; de- 
posits, guarantees, and other business related to foreign 
trade and foreign exchange; and compilation and dis- 
semination of credit reports and trade information. 
Chinese News Service, Free China Weekly, 
New York, N.Y., November 1, 1960. 


Korean Supplementary Budget 

The Prime Minister of Korea submitted to the Na- 
tional Assembly on October 15 a second supplementary 
budget, amounting to hw 13.4 billion, for the fiscal year 
1960, raising to hw 445.8 billion the total for the year. 
Details of the expenditures in the supplementary budget 
are as follows: hw 4.8 billion and hw 2.4 billion for re- 
habilitation df damages caused by the typhoons of 
September 1959 and September 1960, respectively; 
hw 2.3 billion for government loans to aid flood and 
typhoon victims; hw 3.1 billion for payment of the 
government debt incurred by the previous administra- 
tion and which resulted from the extrabudgetary use of 
foreign exchange holdings; and hw 0.8 billion for 
miscellaneous expenditures. The sources of income in 
the budget bill are hw 5.3 billion of special aid from 
the United States, hw 2.7 billion of foreign exchange 
tax and tariffs expected to accrue from the special aid- 
financed imports, and hw 5.4 billion of loans from 
the Bank of Korea. 
The Korean Republic, Seoul, Korea, Octo- 
ber 14 and 17, 1960. 


Source: 


Sources: 


Japan's Foreign Exchange Budget 

Japan’s foreign exchange budget for the second half 
(October 1960-March 1961) of the current fiscal year 
was set at a record figure of $3,530 million, an increase 
of 8 per cent over the revised final figure of $3,268 mil- 
lion for the first half (April-September 1960) of the 
current year and 23 per cent more than the total of 
$2,881 million for the second half of the previous year. 
Of the total for the second half of the current year, 
$2,800 million was allocated for commodity imports 
and $730 million for imports of invisibles; the corre- 
sponding figures for the first half of the fiscal year were 
$2,624 million and $644 million. The major increases 
in commodity import allocations were those for coal, 
petroleum, machinery, materials for the processing 
trades, and miscellaneous imports; these increases allow 
for a rapid rate of growth in mining and manufacturing 
and for the effect of trade liberalization. The expansion 
of payments for invisibles was due largely to increased 
appropriations for foreign technical assistance, expenses 
accompanying trade transactions, and other services re- 
sulting from the increase in the limit on expenses of rep- 
resentative offices abroad. 


The export target for the current fiscal year, which 
was set by the Government on October 7, is $4,100 
million on the basis of customs statistics or $3,840 
million on the basis of the foreign exchange record, an 
increase of 13 per cent or 12 per cent, respectively, over 
the results in the last fiscal year. 


Sources: Bank of Tokyo, Weekly Review, Tokyo, 
Japan, October 3 and 17, 1960. 


Indonesian Purchases of U.S. Surplus Farm Products 


Indonesia and the United States on November 5 
signed an agreement, in accordance with U.S. Public Law 
480, by which Indonesia will purchase $14.6 million 
worth of U.S. surplus farm products: 75,000 metric 
tons of rice valued at $8.7 million, about 342 million 
pounds of tobacco worth $2.5 million, and about 
24,000 bales of cotton worth $3.4 million. In addition, 
the agreement provides for ocean transportation, the 
cost of which is estimated at $1.4 million. Part of the 
deliveries of cotton will be in the form of U.S. cotton 
processed by other countries, under tripartite arrange- 
ments with them. The rupiah equivalent of about $6 
million from the sales of these commodities in Indonesia 
will be given to Indonesia as a grant for economic devel- 
opment, and the equivalent of a similar amount will be 
loaned for the same purpose. This is the third agree- 
ment signed by Indonesia and the United States under 
P.L. 480; the first, signed in March 1956, covered 
Indonesian purchases (inclusive of ocean transporta- 
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tion) of U.S. surplus farm products amounting to about 

$96 million, and the second, signed in May 1959, cov- 

ered purchases of about $56 million. 

Sources; Department of Agriculture, Press Release, 
November 5, 1960, and Embassy of Indone- 
sia, Djakarta Dispatches, November 7, 1960, 
Washington, D.C. 


Latin America 
Central American Bank for Economic Integration 


El Salvador, Guatemala, Honduras, and Nicaragua 
plan to establish a Central American Bank for Economic 
Integration for the purpose of assisting and financing 
public and private projects related to the integration of 
Central America. The Bank will provide technical as- 
sistance to prospective borrowers in the preparation and 
implementation of projects, in addition to assisting in 
financing economic development; also, it may serve as 
an intermediary in obtaining credits from other financial 
institutions. 

The Bank will have an authorized capital equivalent 
to US$16 million, to which each of the four Central 
American Governments will make an initial contribution 
equivalent to $2 million. The U.S. Government is pre- 
pared to extend $10 million of financial assistance to 
the institution—$7 million to be made available upon 
establishment of the Bank and $3 million during the 
next U.S. fiscal year. 

Membership in the Bank will be open to any other 
Central American country which enters into definite 
commitments to participate substantially in the eco- 
nomic integration of the region. 

Source: Department of State, Press Release, Washing- 
ton, D.C., November 3, 1960. 


Fiscal and Reserve Trends in Costa Rica 


The Office of the Comptroller General of Costa Rica 
has announced that the cumulative budgetary deficit for 
1960 amounted to 15 million colones ($2.7 million) 
on July 31 and 19 million colones on August 31. Al- 
though thought was being given to additional measures to 
obtain revenue, the Government appeared to be moving 
toward a situation in which the 1960 budget would have 
to be financed by a new bond issue. The 1959 budget 
deficit of 33 million colones was financed by issuing 
government securities, of which nearly 15 million 
colones was placed with the commercial banks and the 
remainder with the private sector. The draft of the 1961 
budget, submitted to the Legislative Assembly in Sep- 
tember, provides for extraordinary expenditures to be 
financed by the issue of 25 million colones of public 
debt bonds (see this News Survey, Vol. XII, pp. 498- 
99). 

The international reserves of the Central Sank of 
Costa Rica declined from $19.4 million in September 


1959 to $13.6 million in September 1960. The de- 
cline was due chiefly to a large volume of exchange 
sales by the Central Bank in the free market. These 
sales amounted to $12.5 million in the first nine months 
of 1960, against $5.0 million in the corresponding 
period of 1959. However, exchange sales to the free 
market slackened off in the third quarter of 1960, when 
they exceeded sales in the same period of 1959 by only 
$1 million. The sharp increase in exchange sales in the 
first half of 1960 may be attributed to payments not 
related to trade; Costa Rica’s merchandise trade balance 
improved during this period. 

Sources: Banco Central de Costa Rica, /nformacién 
Estadistica Mensual, San José, Costa Rica, 
September 1960; Department of Commerce, 
Foreign Commerce- Weekly, -Washington, 
D.C., November 7, 1960. 


EFTA Aid to Chile 


At their recent meeting in Bern, the Ministers of the 
countries of the European Free Trade Association de- 
cided to coordinate the aid to be given by them to Chile 
for the purpose of helping that country to overcome the 
effects of the recent earthquakes: Switzerland will give 
a bank credit for Sw F 20 million, repayable as from 
the fifth year of the credit’s currency period; the United 
Kingdom will make available an export credit for £2 
million, repayable over ten years; Denmark will con- 
tribute $3 million, to be repaid over ten years; Nor- 
way will make available unspecified aid for a period of 
ten years; Sweden has not yet taken a decision, but a 
contribution of between $4 million and $5 million is 
envisaged; and Portugal and Austria have yet to take 
the decisions relating to the practical implementation of 
their aid plans. 

Source: Bank for International Settlements, Press Re- 
view (citing article in L’Echo de la Bourse, 
Brussels, Belgium, October 25, 1960), Basle, 
Switzerland, October 28, 1960. 


Other Countries 


Australian Overseas Trade 
In the four months to October, the recorded Aus- 


tralian trade deficit totaled £A 112 million. Imports, 
following the virtual removal of restrictions in February 
1960 (see this News Survey, Vol. XII, pp. 275-76), 
have been running at a very strong rate; in August, 
they reached a peak of £A 104 million, and in October 
they were nearly £A 100 million. Exports in the four 
months to October were £A 268 million, ic., £A 16 
million less than in the corresponding period of 1959; 
this downward drift is moderate, the Financial Times 
observes, in view of the fall in the price of wool, which 
provides almost half of Australia’s export earnings. The 
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heavy deficit on trade account and a net debit on ac- 
count of invisibles, for which details are not yet avail- 
able, are not fully reflected in the decrease of £A 87 
million in the Reserve Bank’s gold, and balances held 
abroad, during the four months to October. 


The Australian Treasurer, Mr. Holt, commenting on 
Australia’s overseas trade, said that it was clear that 
some action is desirable to correct the imbalance. Re- 
ferring to the recent drop in wool prices (see this News 
Survey, Vol. XII, p. 567), he said that, if export 
prices generally continue at their present rates, official 
estimates for export income for 1960-61 will be £40-48 
million lower than in the fiscal year 1959-60. He added 
that articles that probably would have been exported 
were being used locally. “In other words, local spending 
is costing us overseas exchange in two ways—through 
additional imports and through loss of potential ex- 
ports. Our prime economic problem at the moment is 
to steady down the excessive rate of expenditure in our 
economy. It has reached the stage at which some harm- 
ful consequences are showing up.” 

Sources: The Financial Times, London, England, No- 
vember 8, 1960; The Journal of Commerce 
New York, N.Y., N@vember 15, 1960. 


Industrial Expansion in Pretoria 


The South African Government has approved the in- 
vestment of £30 million in a new program for the “oil 
from coal” project of the South African Coal, Oil, and 
Gas Corporation, Ltd. (Sasol). Execution of the pro- 
gram, which it is estimated will nearly double the cor- 
poration’s present output, will begin within the next 
few months after the present program—ilargely involv- 
ing experimental and development projects—has been 
completed. While the project will be financed mostly 
with Sasol’s own funds, it is hoped that part of the 
necessary capital will be provided in the form of short- 
term loans from the private sector. The equipment 
needed for the program is expected to be supplied, to 
an important extent, by local steel and engineering in- 
dustries. The acting South African Minister of Finance 
has said that the application elsewhere of the proposed 
£30 million of development funds would not have 
yielded as beneficial a result, and the Government hoped 
that private enterprise, utilizing the by-products made 
available by the Sasol program, will take steps to 
develop new industries. 


Source: The Financial Times, London, England, No- 
vember 10, 1960. 


Cocoa Crops in Ghana 


Total purchases of Ghana’s 1960 mid-crop of cocoa 
ended on August 25 and amounted to 25,411 tons, 
compared with 29,574 tons in 1959. Commenting on 
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the 1959-60 crop year, a spokesman for the Ghana 
Cocoa Marketing Board stated that production of cocoa 
in Ghana was the highest since the Board was estab- 
lished 13 years ago (main-crop purchases in 1959-60 
amounted to 291,514 tons, compared with 225,955 
tons in 1958-59). He commended the quality of the 
crop, of which approximately 70 per cent was Grade I 
and 30 per cent was Grade II. The farmers’ contribu- 
tion to Ghana’s Second Development Plan, which is 
based on a contribution of 12s. a load for every load 
of 60 pounds, amounted to £G 6,932,000, and the 
Board's reserves now total £G 79 million. 


Purchasing of the 1960-61 main crop began on Sep- 
tember 23. The Marketing Board will again purchase 
the crop, through its licensed buying agents, at the de- 
clared minimum price of 60s. a load for both Grade I 
and Grade II cocoa delivered to the main scheduled 
buying station. Unofficial estimates place the new crop 
at not less than last season’s figures unless there are 
adverse weather conditions. 

Source: Barclays Bank D.C.O., Overseas 
London, England, October 1960. 


Review, 


Fund Executive Director 


Mr. David B. Pitblado, C.B., C.V.O., a Third Secre- 
tary of H.M. Treasury, London, has been appointed 
Executive Director of the Fund and the World Bank and 
Economic Minister at H.M. Embassy and Head of the 
U.K. Treasury and Supply Delegation in Washington, in 
succession to the Earl of Cromer, from January 10, 1961. 
Mr. Pitblado served in Washington for nearly three years 
—January 1956 to September 1958—as Deputy Head 
of the U.K. Treasury and Supply Delegation and Alter- 
nate Executive Director of the World Bank. 


Lord Cromer will return to England on January 10, 
1961. He will succeed Mr. C. F. Cobbold as Governor 
of the Bank of England on July 1, 1961. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 








